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REPLY COMMENTS OF IT&E OVERSEAS, INC.

IT&E Overseas, Inc. ("IT&E"), by its attorneys and pursuant to Section 1.415 of the
rules of the Federal Communications Commission ("FCC" or "Commission"), 47 C.F.R. §
1.415 (1995), respectfully submits its Reply Comments to the Comments filed in response to the
FCC’s Notice of Proposed Rulemaking ("NPRM") in the above-referenced proceeding. IT&E
previously filed Comments in this proceeding urging the Commission to convene a separate
working group or task force, whose work would be conducted concurrently with this proceeding,
to address the unique economic and policy issues raised by the Commission’s proposed extension
of rate integration to the Territory of Guam ("Guam") and the Commonwealth of the Northern
Mariana Islands ("CNMI").! These Reply Comments are responsive to those Comments
addressing the issue of the Commission’s proposed rule requiring rate integration throughout the

United States, including noncontiguous U.S. points such as Guam and the CNMI.

' See Comments of IT&E (filed April 19, 1996).
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The Comments submitted in response to the NPRM reflect a consensus among the parties
addressing the Commission’s proposed rule requiring the extension of rate integration to the
noncontiguous U.S. points such as Guam and the CNMI, which have not been subject to the
Commission’s existing rate integration policy. The parties generally recognize that because of
the uniqueness of Guam and the CNMI, the proposed extension of rate integration to those areas
involves complex issues requiring more extensive discussion and analysis than the simple
codification of the FCC’s existing rate integration policy. Indeed, the Governor of Guam and
the Guam Telephone Authority ("GTA") agree with IT&E that, in light of the "enormously
complex" task of implementing rate integration, a working group should be convened to develop
mechanisms for implementing rate integration.> Moreover, the Governor of Guam and GTA
also agree with IT&E that special consideration should be given to the likely burdens imposed
by rate integration on regional carriers such as IT&E, who would be required to compete with
the integrated rates of national carriers, while lacking the requisite ability to cover the high costs
of service to the Western Pacific region by drawing on a large pool of interstate revenues.’
Even JAMA Corporation, who has been a staunch proponent of rate integration and who
previously filed a petition for a rulemaking to extend rate integration to Guam, has objected
strenuously to the Commission’s proposal to extend its existing rate integration policy to Guam
in this proceeding and has argued that the issue of extending rate integration to Guam "must go

through a deliberate and participatory joint board rulemaking process."*

2 See Joint Comments of the Governor of Guam and GTA, at 5-6 (filed April 19, 1996).
3 See id. at 8-9.
* Comments of JAMA Corporation, at 2 (filed April 18, 1996).
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Other parties filing Comments in this proceeding have expressed similar concerns
regarding the unintended adverse consequences of mechanically applying the FCC’s existing rate
integration policy to Guam and the CNMI without regard to the unique telecommunications
markets of those areas.’ Accordingly, these parties have urged the Commission to proceed with
caution and in a manner consistent with the pro-competitive goals of the Telecommunications
Act of 1996.¢

For example, a number of parties have suggested that the costs of providing
telecommunications service to the distant Western Pacific region are significantly higher than

for other areas of the U.S. Thus, GTE has noted that satellite service to the CNMI currently

5 See, e.g., Comments of GTE, at 21 (filed April 19, 1996) ("Small regional carriers with
a very limited calling base and high costs . . . can be drastically impacted by rate integration
if forced to compete against large carriers with lower costs and huge customer bases over which
they can spread these costs."); Comments of MCI Telecommunications Corp., at 37-38 (filed
April 19, 1996) (raising concerns regarding high costs of service to Guam); Comments of Sprint
Corp., at 24 (filed April 19. 1996) (noting that rate integration could have "unintended,
unforeseen and adverse competitive consequences” in light of the "very different state of
technology and the very different state of competition that exists today"); Comments of AT&T
Corp., at 29 (filed April 19, 1996) (rigid rate integration rules would "drive up the costs and
prices of carriers that serve high cost areas"); Comments of Columbia Long Distance Services,
Inc., at 6 (filed April 19, 1996) ("[Tlhe Commission should not ignore the fact that the
circumstances of providing service to Guam and CNMI are completely different from those that
have supported rate integration in the past.").

6 See Comments of GTE, at 21 ("[T]he Commission must carefully examine all the issues

related to rate integration for the yet unserved insular areas."); Comments of MCI
Telecommunications Corp., at 38 (rates "need to reflect true economic costs as perhaps tempered
by competitive influences in the marketplace"); Comments of Sprint, at 24 (urging the
Commission to "move cautiously"); Comments of AT&T, at 33 (urging the Commission to
develop rate integration rules that are "compatible with the basic pro-competitive policies
underlying the [Telecommunications Act of 1996]"); Comments of Columbia Long Distance
Services, Inc., at 3 ("[T]he Commission must tread with special care . . . to avoid establishing
rigid regulatory requirements that will redound to the detriment of telecommunications users on
these islands.").
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must be obtained at COMSAT’s international rates, which are significantly higher than those
charged by domestic satellite systems serving other U.S. locations.” Columbia Long Distance
Services, Inc. also has asserted that because no satellite system can provide service between the
Western Pacific region and the U.S. mainland via a single transmission, or "hop," the cost of
providing service to Guam and the CNMI remains directly related to their distance from the
U.S. mainland, and thus no distance-insensitive means of transmission currently exists.® These
concerns echo those previously raised by IT&E and reinforce the need to develop a complete
record upon which to base any specific plan to implement rate integration for Guam and the
CNML

While IT&E joins those parties expressing wholehearted support for the universal service
goals of rate integration,” IT&E also shares the concerns expressed by a number of other parties
regarding the implementation of rate integration on Guam and the CNMI.!° IT&E believes that
these concerns have been prompted by the fact that the Commission has never adopted a rate
integration policy for Guam and the CNMI. Thus, the task of implementing rate integration for
Guam and the CNMI necessarily raises novel issues requiring a forum in which all affected
parties are afforded an adequate opportunity to raise their concerns and to develop a mutually

acceptable plan of implementation.

7 See Comments of GTE, at 20.

8 See Comments of Columbia Long Distance Services, Inc., at 5-6.

See Joint Comments of the Governor of Guam and GTA, at 8-9; Comments of the Guam

Public Utility Commission, at 2 (filed April 19, 1996); Comments of the Commonweaith of the
Northern Mariana Islands, at 7-11 (filed April 19, 1996).

10" See supra notes 4 and 5.



Although the Comments have been effective in identifying the issues and pointing out
important factual differences between the Western Pacific islands and other noncontiguous U.S.
points currently subject to the FCC’s rate integration policy, these pleadings do not provide a
sufficient record on which to base a rule extending this policy to Guam and the CNMI.
Accordingly, IT&E reiterates its request for the Commission to convene a working group or task
force to reach a well-considered resolution of the novel and complex issues raised by the
proposed extension of the FCC’s rate integration policy to Guam and the CNMI. Only by
convening such a working group or task force will the Commission be able to develop a
complete record upon which to base an informed decision. IT&E welcomes the opportunity to
work with the Commission and other affected parties in shaping a dynamic telecommunications
environment that will ensure high quality services at affordable rates to all the residents of Guam

and the CNMI.

Respectfully submitted,
IT&E OVERSEAS, INC.

By: 674«”«4 6>Lm

Margaret L. ﬂ‘obey, P.C.
Phuong N. Pham, Esq.

Akin, Gump, Strauss, Hauer & Feld, L.L.P.
1333 New Hampshire Avenue, N.W.

Suite 400

Washington, DC 20036

(202) 887-4000

(202) 887-4288 (fax)

May 3, 1996



CERTIFICATE OF SERVICE

I, Elizabeth O. Dickerson, an employee of Akin, Gump, Strauss, Hauer & Feld,

L.L.P., certify that copies of the foregoing REPLY COMMENTS OF IT&E OVERSEAS,

INC. were sent by Hand Delivery or First Class U.S. Mail, postage prepaid, on this 3rd day

of May 1996, to the following parties:

Chairman Reed Hundt*

Federal Communications Commission
1919 M Street, N.W.

Room 814

Washington, D.C. 20554

Commissioner James H. Quello*
Federal Communications Commission
1919 M Street, N.W.

Room 802

Washington, D.C. 20554

Commissioner Andrew C. Barrett*
Federal Communications Commission
1919 M Street, N.W.

Room 826

Washington, D.C. 20554

Commissioner Susan Ness*

Federal Communications Commission
1919 M Street, N.W.

Room 832

Washington, D.C. 20554

Commissioner Rachelle Chong*
Federal Communications Commission
1919 M Street, N.W.

Room 844

Washington, D.C. 20554

Regina Keeney*

Chief, Common Carrier Bureau
Federal Communications Commission
1919 M Street, N.W.

Room 500

Washington, D.C. 20554

A. Richard Metzger, Jr.*

Deputy Chief, Common Carrier Bureau
Federal Communications Commission
1919 M Street, N.W.

Room 500

Washington, D.C. 20554

Scott Blake Harris*

Bureau Chief

International Bureau

Federal Communications Commission
2000 M Street, N.W.

Suite 800

Washington, D.C. 20554

Kathleen B. Levitz*

Deputy Chief, Common Carrier Bureau
Federal Communications Commission
1919 M Street, N.W.

Room 500

Washington, D.C. 20554

Kenneth P. Moran*

Chief, Accounting and Audits Division
Common Carrier Bureau

Federal Communications Commission
2000 L Street, N.W.

Room 812

Washington, D.C. 20554



Kent R. Nilsson*

Chief, Cost Analysis Branch
Accounting and Audits Division
Federal Communications Commission
2000 L Street, N.W.

Room 812

Washington, D.C. 20554

John Norabito*

Supervisory Attorney Adviser
Accounting and Audits Division
Common Carrier Bureau

Federal Communications Commission
2025 M Street, N.W.,

Room 6010

Washington, D.C. 20554

Linda Dubroof*

Deputy Division Chief, Operations
Network Services Division

Common Carrier Bureau

Federal Communications Commission
2025 M Street, N.W.

Room 6008

Washington, D.C. 20554

Marian Gordon*

Network Services Division

Common Carrier Bureau

Federal Communications Commission
2025 M Street, N.W.

Room 6008-D

Washington, D.C. 20554

Robert M. Pepper*

Chief, Office of Plans & Policy
Federal Communications Commission
1919 M Street, N.W.

Room 822

Washington, D.C. 20554

Donald H. Gips*

Deputy Chief, Office of Plans & Policy
Federal Communications Commission
1919 M Street, N.W.

Room 822

Washington, D.C. 20554

International Transcription Service (ITS)*
2100 M Street, N.W.

Suite 140

Washington, D.C. 20037

Allan P. Stayman

Deputy Assistant Secretary
Territorial and International Affairs
U.S. Department of the Interior
Office of the Secretary
Washington, D.C. 20240

The Honorable Robert J. Underwood
Cannon House Office Building
Room 507

Washington, D.C. 20515

The Honorable Carl T.C. Gutierrez
Governor of Guam

P.O. Box 2950

Agana, Guam 96910

Robert F. Kelley, Jr.
Advisor, Office of the Governor of Guam
Post Office Box 2950
Agana, Guam 96910

Frank C. Torres, III

Executive Director

Washington Liaison Office
Office of the Governor of Guam
444 N. Capitol Street, N.W.
Suite 532

Washington, D.C. 20001-1512



The Honorable Froilan C. Tenorio
Governor of Commonwealth of the
Northern Marianas

Caller Box 10007

Saipan, M.P.

Northern Mariana Islands 96950

David Ecret

Advisor, Office of the Governor of the
Commonwealth of the Northern Marianas

Caller Box 10007

Saipan, M.P.

Northern Mariana Islands 96950

Juan N. Babauta

Resident Representative of the
Commonwealth of the Northern Marianas
to the United States

2121 R Street, N.W.

Washington, D.C. 20008

Raul R. Rodriguez, Esq.
Stephen D. Baruch, Esq.
David S. Keir, Esq.
Leventhal Senter & Lerman
2000 K Street, N.W.
Suite 600
Washington, D.C. 20006
Counsel for Columbia
Long Distance Services, Inc

Carol R. Schultz, Esq.

MCI Communications Corporation
1801 Pennsylvania Avenue, N.W.
Washington, D.C. 20006

Thomas K. Crowe, Esq.
Law Offices of Thomas K. Crowe, P.C.
2300 M Street, N.W.
Suite 800
Washington, D.C. 20037
Counsel for the Commonwealth of
the Northern Marianas

Leon Kestenbaum, Esq.

Michael Fingerhut, Esq.

Sprint Communications Company, L.P.
1850 M Street, N.W.

Suite 1110

Washington, D.C. 20036

Eric Fishman, Esq.
Fletcher, Heald & Hildreth
1300 North 17th Street
11th Floor
Arlington, VA 22209
Counsel for PCI Communications

George J. Boughton

Management Communications Services,
Inc.

479 West O’Brien Drive

Suite 201

Agana, Guam 96910

Donna N. Lampert, Esq.
Fernando R. Laguarda
Mintz, Levin, Cohn, Ferris, Glovsky &
Popeo, P.C.
701 Pennsylvania Avenue, N.W.
Suite 900
Washington, D.C. 20004
Counsel for JAMA Corporation

Veronica M. Ahern, Esq.
Nixon, Hargrave, Devans & Doyle L.L.P.
One Thomas Circle, N.W.
Suite 700
Washington, D.C. 20005
Counsel for Guam Telephone
Authority

Philip L. Malet, Esq.

Steptoe & Johnson

1333 Connecticut Avenue, N.W.

Washington, D.C. 20036
Counsel for Guam Telecom,
Lid., L.C



Judith A. Maynes, Esq.
Elaine R. McHale, Esq.
Ellen Spano, Esq.

AT&T Corporation

295 N. Maple Avenue
Basking Ridge, NJ 07920

Philip L. Verveer, Esq.
Brian A. Finley, Esq.
Willkie Farr & Gallagher
Three Lafayette Centre
1155 21st Street, N.W.
Suite 600
Washington, D.C. 20036
Counsel for Guam Public
Utilities Commission

Gail L. Polivy, Esq.
GTE Service Corporation
1850 M Street, N.W.
Suite 1200

Washington, D.C. 20036

Mary McDermott, Esq.

Linda Kent, Esq.

Charles D. Cosson, Esq.

United States Telephone
Association
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Washington, D.C. 20005
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